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MAIN EVENTS

Sound operating profit for the Tender rigs division

improved performance for the Mobile units division

Continued solid operating profit for the Platform drilling division
Extension of contract for West Epsilon with BP securing long-term employment
One-year drilling contract for West Alpha with Statoil
Extension of platform drilling contract on the Gyda field
New contract for West Menang with Total in West Africa
Acquisition of tender rigs T-9 and Teknik Berkat by the Smedvig and Crest Petroleum

49/51 percent joint venture Varia Perdana

RESULTS

Consolidated revenues for the first nine months of 2003
amounted to NOK 2,270 millien as compared t¢
NOK 2,547 million in the same period in 2002. Operating
profit for the period totaled NOK 380 million as compared
to NOK 361 million in the same period 2002.

Revenues for the third quarter of 2003 amounted to
NOK 788 million as compared to NOK 777 million for the
second quarter. . ’

Operating profit for the quarter was NOK 176 miflion,
NOK 31 million higher than the preceding quarter. The
improvement was due to increased utilization and average
dayrate for the drilling units.

Net financial items for the quarter was an income of
NOK @ million as compared to an expense of NOK 4 million
in the preceding quarter. The main reason for the
improvement was lower interest expenses due to gain on
interest swap arrangements, combined with continued
earnings on currency forward contracts.

Income before other items was NOK 185 million for the
third guarter, which was NOK 44 million higher than for the
second quarter.

Net income for the guarter was NOK 137 million as
compared to a net loss of NOK 489 million in the preceding
duarter.

At the end of the guarter, the drawdown on the
Company's revolving credit facility stood at US$ 404 million
up by US$ 60 million compared to the previous quarter.
The increase was mainly related to the payment following
the ruling in the Balder litigation. Cash, cash equivalents
and short-term investments amounted to NOK 617 million
as compared to NOK 708 million at the end of the previous
quarter.

The accounts are prepared in accordance with the
Norwegian standard for interim financial reporting and
generally accepted accounting principles, and consistent
with the accounting principles described and applied by
the Compeny in its Annual Report.

MOBILE UNITS
All mobile units were on contract in Norwegian waters

during the quarter and the economic utilization reached
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100 percent as compared to 92 percent in the preceding
quarter., Operating profit was NOK 69 million up from
NOK 49 million in the second quarter.

The ultra-deepwater drillship West Navigator performed
drilling operations for Statoil in the Norwegian Sea. In
mid-October, the driliship completed the assignment for
Statoil and started the transit to West Africa for
commencement of operations on a two-well contract
with Woodside. This assignment will most likely keep
West Navigator employed throughout this year. In addition,
Woodside has three one-well options to extend the contract.

The fifth-generation semi-submersible rig West Venture
continued drilling operations for Norsk Hydro on the Troll
field under a contract that extends to August 2004.

The fourth-generation semi-submersible rig West Alpha
performed operations for Statoil on the Heidrun field in the
Norwegian Sea. Following the award of the one-year contract
on the Kristin field by Statoil, the firm contract period
extends to February 2005. During this period the unit will
undertake a mandatory five-year periodical survey starting
in the first quarter 2004,

The ultra-large jack-up West Epsilon continued the
drilling of production wells for BP on the Valhall field in
the Norwegian sector of the North Sea. The firm
contract was extended by 14 months from January 2004
to March 2005.

TENDER RIGS

The utilization of the tender rigs was 100 percent as
compared to 98 percent in the preceding quarter. The
operating profit was NOK 91 million as compared to
NOK 76 million in the preceding guarter.

In Malaysia, the tender barge T-2 continued operations
for Exxon Mobil Exploration and Production Malaysia Inc.
(EMEPMI) while T-3 and T-6 warked for Petronas Carigali.

In Thailand, T-4 and T-7 carried out operations for
Unocal and T-8 performed operations for PTT Exploration
and Production Company.

The semi-tender West Alliance continued the deepwater
work in Indonesia for Unocal while the semi-tenders
West Menang and West Pelaut continued drilling operations
in Brunei for Brunei Shell. West Pelaut will undertake a
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mandatory five-year periodical survey starting in the fourth
quarter this year. West Menang will in continuation of the
contract with Brunei Shell commence a new contract for
Total in West Africa. The estimated contract duration is
440 days with options for Total to extend the assignment
by up to 550 days.

In October, the Smedvig and Crest Petroleum joint
venture Varia Perdana {which owns the tender rigs T-2, T-3
and T-6) entered into agreements to acquire the self-erecting
tender rigs T-9 and Teknik Berkat for US$ 70 million and
USS 25 million, respectively. T-9 is currently under construction
for Smedvig in Malaysia. The delivery of this unit is scheduled
for the first quarter 2004 at which point Varia Perdana will
take over ownership of the unit. Teknik Berkat, completed
in 1991 and owned by Crest Petroleum, will be included in
the Varieg Perdana fleet from December this vear.

PLATFORM DRILLING

The operations for the platform drilling division proceeded
satisfactorily during the quarter. Operating profit was
NOK 22 million as compared to NOK 24 million in the
preceding quarter.

On the Statfjord and Veslefrikk fields, Smedvig performed
drilling and maintenance activities for Statoil.

For BP, the Company continued drilling operations and
maintenance work on the Ula and Valhall fields.

On the Gyda field, Smedvig continued the drilling
operations and maintenance work for Talisman, which
acquired the Gyda field from BP earlier this year and 1ook
over as operator in September. The current contract with
Talisman extends throughout March 2004.

The division includes well service operations where the
activity level remained sound but somewhat lower in
comparison with the preceding quarter,

BALDER LITIGATION

In response to the decision by the Stavanger District Court
in the Balder litigation between Esso and Smedvig, both
parties informed the court that they would not appeal the
ruling. As a consequence Smedvig paid Esso the award of
NOK 670 million in September. However, Esso decided to
file a complaint (Kjazeremal) with the Appeal Court (Gulating

Lagmannsrett) concerning the ruling on the distribution of
the parties’ litigation costs which said that each party was
responsible for their own litigation costs. Esso are claiming
that Smedvig should cover up to NOK 250 million of their
litigation costs. Smedvig rejects this claim. A final decision
by the court on this matter is expected within the next six
months.

PROSPECTS

Near term projections do not suggest significant improvement
in current market conditions for the maobile units. The
market for conventional mid-water semi-submersibles is
expected to remain somewhat soft whereas demand for
drilling capacity in deeper waters is expected to remain
volatile. In the Ionger term, however, demand for high
quality mobile units is believed to improve for mid-water as
well as deepwater units. For tender rigs the market outlook
is considered fairly stable in 2004. However, due to the
fact that a number of the Company's tender rigs will come
off contract next year, short periods of idle time for
individual units cannot be ruled out. From 2005 and
onwards the demand for tender rigs are expected to be
sound.

As of October 21, 2003, Smedvig had a backlog of
drilling contracts averaging 11 months for its mobile units
and 24 months for its tender rigs. This contract situation is
acceptable in the current market. Nevertheless, the near
term market outlook remains challenging.

Stavanger, October 21, 2003
The Board of Directors
of Smedvig asa
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Operating margin (%)
Equity ratio {%)

Return on equity (%) {annualized)

Return on total capital (%) {annualized)

Earnings per share (NOK)

Interest coverage ratic

MOBILE UNITS

..3Q03 2Q03 1Q03 4Q02 3Q02 2Q02
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Operating margin {%): (Cperating profit/Revenues) * 100

- 22 . 19 . 8: 6 6 8 Equity ratio (%} (Equity/Total assets} * 100
472 39 46 45 51 51 Return on equity {%): Net income/Average equity
17 61) 0 (101) 0 el Return on total capital (%): {(Operating profit plus
interast incomel/Average total assets
10 8 3 e 3 2 6 Earnings per share (NOK): Net profit/Average number of

1.69 (5.88] 0.03 (12.84) 0.01 1.19  outstandingshares
) i Interest coverage ratio: (income before taxes plus

919”, H 5'93) 1.31 H 5!42) . 1 '04 2.81 Interest expenses)/interest expenses
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PLATFORM DRILLING
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CONTRACT STATUS
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o ... 3003 2003 1003 4Q02 _3Q02 2002
Share price Class A shares 46 30 33 33 48
Share price Class Bshares 37 27 29 26 40
Non Norwegian ownership
Class Ashares (%) 328 3801 264 280 312 27.0
Non Norweg|an ownershsp
Class B shares (%) ___._.258 259 285 365 348 322
Total number of shares (1,000) 82084 82984 82,984 82984 82984 82984
goe ¢ s s Market capitalization (NOK mill ) 3,644 2400 2627 2532 3,765
2007 3QD2 4002 1G03 2003 3003 o i
@ Class A shares  Class B shares
OPERATING PROFIT ACCOUNTS
NOK mill. ) ] ]
Unaudited accounts in NOK mill. 2Q03 3Q03 3Q02 9MO3 9M02
120 Revenues 346 343 331 989 1.090
100 Operating expenses . .......(239) | (215}  (326) {715) (869)
8o Depreciation (58) (59} (78) (173} (246)
& Operating profit 49 69 (73) 101 (25)
N I: EBITDA* 114 136 15 296 253
0 e Iy —— -—-—-.-—- et * Earnings before interests, taxes, depreciation and amortization,
20) —
40) —
60} —
(80}
2002 3002 4002 1003 2003 3Q03
OPERATING PROFIT ACCOUNTS
NOK mill, _ , ‘ T
Unaudited accounts in NOK mill. 2Q03 3Q03 3Q02 1 9MO3 : 9MO02
150 Revenues 222 243 | 257 656 ' 835
Operating expenses (121) (124) (120) . (354),; (402)
120 Depreciation (25) (28) : (26) . (78) . (85)
Operating profit 76 91 111« 224 348
N EBITDA* 108 127 146 . 325 459
50 ———N—l—— * Earnings before interests, taxes, depreciation and amortization, — =————==—~— .
30— —— —-|- e
o B B N B
2002 3Q02 4Q02 1003 2003 3003
OPERATING PROFIT ACCOUNTS
NOK mill, ) ) , N N
Unaudited accounts in NOK mill. 2Q03 3Q03 3Q02  9MO03 . 9MO2
25 Revenues 209 202 226 625 622
- Operating expenses (180) . ..(76) . (210) __ (5646) (564}
2 Depreciation {5) (4) (4) (13) (14)
- Operating profit 24 22 12 66 44
EBITDA* 29 26 16 79 58

o —m___| L
2002 3Q02 4002 1003 2003 3003

* Earnings before interests, taxes, depreciation and amortization.
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Income Statements

Unaudited accounts in NOK mill.

2Q03

3Q02

9M02

REVENUE
777

Revenues

814 25

Total revenues

777

814

(349

Personnel expenses
Operating expenses
Depreciation

(195
(88

Total operating expenses

{632

Operating profit

s

Interest income
Interest expense .
QOther financial items

Net financial items

(169)

Income before other items

(835)

(962)

Income before income taxes

(694) |

267

(718)

Income taxes

(39)

(84)

Net income

' (802)

Earnings per share

Diluted earnings per.share

Balance Sheets

Unaudited accounts in NOX mill

(5.88)

2.80

280

. (9.74)
Le.74).

30.09.02

149,

Total long-term assets

CURRENT ASSETS ... ..

Receiveables

Shortterm mvestments

Cash and cash eqguivalents

Total current assets

Retained earnings

Total shareholders’ equity

Provisions

Long-term interest bearing debt

Current liabilities

L 255
2,805

1,123

Total liabilities

4,183

Total shareholders” equity and liabilities

7,662
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Statement of Cash flows

Unaudited accounts in NOK mill. 9MO03 2002 9MO02
Net income (net loss) (350) (802) 228
Adjustment to reconcile net income to net cash

provided by operating activities

Depreciation and expenses for periodic overhauls L 309 } .58 403
Write down of assets 0 1,313 0
Gains on sale of assets 0. |. (330) 0.
Change in working capital (234) (64) (356)
Net cash flow provided by operating activities (275) 645 275
Net cash flow provided by (used in) investing activities (295) 101 (211)
Net cash flow provided by (used in) financing activities 556 (999) (437)
Effect of exchange rate changes on cash and cash equivalents 14 (79) 0
Net decrease in cash and cash equivalents 0 (332) (373)
Cash and cash equivalents - beginning of year 598 930 930
Cash and cash equivalents - end of period 598 598 557
Equity reconciliation

Unaudited accounts in NOK mill, 30.09.03 31.12.02 30.08.02
Equity - beginning of year 3,379 5,068 5,068
Net income for the period (350) (802) 228
Treasury shares (30) (4) (4)
Proposed dividend 0 81, 0.
Foreign currency adjustments 98 (802) {474)
Equity - end of period 3,097 3,379 4,818

Consolidated accounts in accordance with US GAAP

THE APPROXIMATE EFFECT ON NET INCOME OF SIGNIFICANT DIFFERENCES BETWEEN NORWEGIAN GAAP

AND US GAAP

Unaudited accounts in NOK mill. 9MO03 2002 9M02
Consolidated net income in accordance with Norwegian GAAP (350) (802} 228
Minority interests 12 1 0
Adjustment for US GAAP: e

Deferred taxes (120) 154 {251)
Disposal of mobile unit 301 (301) 0
Other adjustments (2) ) (6)
Approximate net income in accordance with US GAAP {159) {949) (29)

THE APPROXIMATE EFFECT ON CONSOLIDATED SHAREHOLDERS EQUITY OF SIGNIFICANT DIFFERENCES

BETWEEN NORWEGIAN GAAP AND US GAAP

Unaudited accounts in NOK mill. 30.09.03 31.12.02 30.09.02
Consolidated shareholders” equity in accordance with Norwegian GAAP 3,379 3,379 4,818
Minority interests 0 (19) (19)
Adjustment for US GAAP:

Deferred taxes (723) (603) (1,189)
Disposal of mobile unit 0 (301) 0
Dividends 0 81 0
Other adjustments 1 3 1

Approximate shareholders’ equity in accordance with US GAAP 2,657 2,540 3,611
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